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The bill makes various changes to state income tax credits, sales and use taxes,
specific ownership tax, and severance taxes. It decreases state revenue, on net, and
increases expenditures beginning in FY 2023-24 through at least FY 2032-33.

Appropriation For FY 2023-24, the bill requires total appropriations of $1,285,805 to multiple
Summary: agencies.

Fiscal Note The fiscal note reflects the introduced bill. Due to time constraints, this analysis is
Status: preliminary and will be updated following further review and if any additional

information is received.

Table 1

State Fiscal Impacts Under HB 23-1272
Budget Year Out Year Out Year
FY 2023-24 FY 2024-25 FY 2025-26
Revenue General Fund  ($50.1 million)  ($62.4 million)  ($53.4 million)
Cash Funds $0.9 million $0.8 million -
Total Revenue  ($49.2 million)  ($61.6 million)  ($53.4 million)
Expenditures General Fund $432,004 $1,918,805 $1,305,985
Cash Funds $853,801 $798,605 -
Centrally Appropriated $124,634 $265,343 $160,058
Total Expenditures $1,410,439 $2,982,753 $1,466,043
Total FTE 7.0 FTE 15.3 FTE 9.0 FTE
Other Budget Impacts TABOR Refunds ($49.2 million) ($61.6 million) not estimated

General Fund Reserve $64,801 $287,821 $195,898
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Summary of Legislation

Beginning in tax year 2024, the bill makes various modifications to state income tax credits, sales and
use taxes, specific ownership tax, and severance taxes, as described below.

Income Tax Credits

Innovative motor vehicle and innovative truck income tax credits. The bill extends two state income
tax credits for purchases and leases of electric and plug-in hybrid electric passenger vehicles and
trucks.

Asunder current law, the bill allows the purchaser of a vehicle to assign the credit to the motor vehicle
dealer or financer. If the purchaser assigns the credit to the dealer or financer, the purchaser must be
compensated for the full value of the tax credit, excluding a service fee of up to $250. Dealers and
financers may register for advance payments of the credit, in which case they must file a quarterly
report to the Department of Revenue (DOR) who will then issue the credit. Beginning in 2024, the bill
allows purchasers who are exempt from taxation to qualify for the credit, which may benefit them if
they then assign the credit to a dealer or financer.

For FY 2023-24 and FY 2024-25, the bill allows the Colorado Energy Office (CEO) to spend money
from the Electrifying School Buses Grant Program Cash Fund to administer the innovative motor
vehicle and innovative truck tax credits. However, the Department of Revenue is primarily tasked
with administering these tax credits.

Innovative motor vehicle credit. The bill extends the expiration date of the innovative motor vehicle
credit from 2025 to 2028. The bill also increases the size of the base credit, creates an additional $2,500
credit for passenger vehicles under $30,000 MSRP, and disqualifies passenger vehicles above certain
price thresholds ($80,000 for pickup trucks, vans, and SUVs, and $55,000 for other passenger vehicles)
from being eligible for the credit. The base credit equals $5,000 starting on July 1, 2023, and decreases
over time to $500 in 2028. For tax years 2024 and 2025, if the financer or dealer claims the credit on
the purchaser’s behalf, an additional $600 credit is allowed.

Innovative truck credit. The bill extends the expiration date of the innovative motor vehicle credit from
2025 to 2032. Currently the credit applies to trucks that run on electricity, natural gas, hydrogen, and
other fuels. The bill only extends the credits for electric and plug-in hybrid electric trucks, so that the
credits for other fuel types will phase out as scheduled under current law. The size of the credit
depends on the weight of the truck, ranging between $5,000 and $12,000 in FY 2023-24, and then
decreasing over time.

For tax years 2026 through 2028 only, the amounts of the tax credits are reduced by 50 percent if state
revenue is not expected to exceed the state’s constitutional spending limit (TABOR limit) by at least
5 percent.

Industrial clean energy tax credit. The bill creates a new refundable state income tax credit,
administered by the CEO, for tax years 2024 through 2032. The credit is equal to 30 percent of
qualifying expenditures by an owner of an industrial facility to undertake an industrial emissions
study or between 30 percent and 50 percent of qualifying expenditures to implement greenhouse gas
emissions reduction improvements. The aggregate amount of the credit is limited to $20 million for
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tax years 2024 through 2028 and to $25 million for tax years 2029 through 2032. For FY 2023-24 and
FY 2024-25 the bill authorizes the CEO to spend money from the Industrial and Manufacturing
Operations Clean Air Program Cash Fund to administer the tax credit.

Geothermal energy expenditure income tax credit. The bill creates a new refundable state income
tax credit, administered by the CEO, for tax years 2024 through 2032, for 30 to 50 percent of qualifying
expenditures made to evaluate and develop a geothermal energy resource for the purpose of
electricity production. Credits for approved projects may not exceed $1 million per taxpayer per year,
up to an aggregate amount of $5 million per taxpayer over all years, and may not exceed $35 million
for all taxpayers in all years the credit is allowed. For FY 2023-24 and FY 2024-25, the bill authorizes
the CEO to spend money from the Geothermal Energy Grant Fund to administer the tax credit.

Geothermal energy production income tax credit. The bill creates a refundable state income tax
credit, administered by the CEO, for income tax years 2024 through 2032 for the production of
geothermal electricity for sale or for own use. The credit is in the amount of 0.3¢ per kilowatt hour of
geothermal electricity generated, up to a maximum of $1 million per qualified entity per tax year. For
FY 2023-24 and FY 2024-25 the bill authorizes the CEO to spend money from the Geothermal Energy
Grant Fund to administer the tax credit.

Heat pump income tax credit. The bill creates a new refundable state income tax credit for the
installation of heat pump technology or the development of a thermal energy network. The tax credit
is available for tax years 2024 through 2032 and varies depending on the year and type of technology,
from $250 to $3,000. Eligible taxpayers must provide a discount for installation in the amount of the
tax credit minus the percentage that may be retained, annually determined by the CEO. The CEO is
required to maintain a list of eligible taxpayers, to annually review and evaluate the effectiveness of
the credit and modify the amount of the credit if needed, and to annually review the records of eligible
taxpayers for compliance.

For tax years 2026 through 2028 only, the amount of the tax credits is reduced by 50 percent if state
revenue is not expected to exceed the state’s constitutional spending limit (TABOR limit) by at least
5 percent, with any credit less than $250 reduced to $0.

A different state income tax credit for the purchase of heat pump systems or heat pump water heaters
was scheduled to expire after tax year 2024 under current law. The bill ends that credit after tax year
2023, so that only the new credit created in the bill is available for tax year 2024.

Electric bicycle tax credit. The bill creates a refundable income tax credit for tax years 2024 through
2032 for the sale of new, qualifying electric bicycles. The credit amount is $800, and is allowed to a
qualified retailer who sells an electric bicycle to a resident of the state and offers a discount equal to
the lesser of $700 or the purchase price. The bill requires the CEO to develop standards for
determining allowable electric bicycle manufacturers. For FY 2023-24 and FY 2024-25, the bill
authorizes the CEO to spend money from the Community Access to Electric Bicycles Cash Fund to
administer the tax credit.

For tax years 2026 through 2032, the amount of the tax credits is reduced by 50 percent if that state is
revenue is not expected to exceed the state’s constitutional spending limit (TABOR limit) by at least
5 percent.
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Sustainable aviation fuel production facility tax credit. The bill creates a refundable income tax
credit for tax years 2024 through 2032 for the costs incurred to construct a sustainable aviation fuel
production facility. For tax years 2024 through 2027, the credit is equal to 30 percent of the total cost
of construction and decreases in later years. The maximum amount of total credits issued is capped
at $1 million in 2024, $2 million in 2025 and 2026, $3 million in 2027, and $5 million in 2028 through
2032. In the five years following receipt of the credit, sustainable aviation fuel must make up at least
60 percent of total fuel production at the facility.

Sales and Use Tax Exemptions

Heat pump sales and use tax exemption. The bill repeals an existing sales and use tax exemption for
heat pump systems and heat pump water heaters and creates a new sales and use tax exemption for
sales of heat pump technology and equipment necessary for the proper functioning of a thermal
energy network for tax years 2024 through 2032. Local governments may opt into this exemption.

Electric medium-duty and heavy-duty fleet trucks sales and use tax exemption. The bill creates a
sales and use tax exemption for fleet vehicles that are electric and plug-in hybrid electric medium-duty
and heavy-duty trucks. For tax years 2024 through 2027, 50 percent of the purchase price is exempt
from taxation. For tax years 2028 through 2032, 60 percent of the purchase price is exempt from
taxation. Local governments may opt out of this exemption. For FY 2023-24 and FY 2024-25, the bill
allows the CEO to spend money from the Electrifying School Buses Grant Program Cash Fund to
administer the sales and use tax exemption.

Specific Ownership Tax

Innovative fleet truck taxable value reduction. The bill reduces the taxable value of fleet vehicles
that are electric or plug-in hybrid electric trucks with respect to the specific ownership tax. For tax
years 2024 through 2027, the taxable value of such vehicles is 50 percent of the manufacturers’
suggested list price. For tax years 2028 through 2032, the taxable value of such vehicles is 60 percent
of the manufacturers’ suggested list price.

Severance Tax

Severance tax ad valorem credit. The bill modifies the ad valorem (AV) credit allowed under the
state’s severance tax on oil and gas. Under current law, taxpayers are able to claim a tax credit equal
to 87.5 percent of the ad valorem (real property) taxes assessed or paid to a local government on oil
and gas production. Starting in tax year 2025 under current law, the AV credit will be calculated on a
per-well basis by applying the prior year’s mill levy to the current year’s gross income multiplied by
the statewide oil and gas assessment rate of 87.5 percent, and then taking 87.5 percent of that amount,
or 76.56 percent of each well’s current year gross income multiplied by the previous year’s mill levy.

Under the bill, the AV credit will be reduced from 87.5 percent to 75 percent of the ad valorem taxes
assessed or paid to a local government on oil and gas production in tax years 2024 and 2025. Starting
in tax year 2026, the AV credit will be calculated as 65.625 percent (75 percent of the assessment rate
of 87.5 percent) of each well’s current year gross income multiplied by the previous year’s mill levy.
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Allocation of severance tax revenue. For FY 2024-25 through FY 2032-33, the bill requires that the
additional severance tax revenue collected that is attributable to the decreased AV credit be credited
to the General Fund, except that on July 1, 2025, the revenue must first be credited to the cash funds
used by the CEO in FY 2023-24 and FY 2024-25 for administration of the tax credits created by the bill,
as discussed above, with the remaining amount credited to the General Fund.

Background

Innovative Motor Vehicles and Innovative Trucks Tax Credits. The state allows a refundable,
transferable income tax credit for purchasers and lessees of innovative passenger vehicles and trucks,
including battery electric or plug-in hybrid electric vehicles. Under current law, the amount of credit
available for each purchaser or lessee is scheduled to be reduced in 2023 and unavailable beginning
in 2026.

Severance tax ad valorem credit. The severance tax is one of the state’s most volatile revenue streams.
Severance tax revenue is volatile for a number of reasons, including the boom and bust nature of the
oil and gas industry and fluctuations in commodity prices. Additionally, the current structure of the
AV credit introduces volatility in severance tax collections due to the lag between actual production
of oil and gas and when the AV credit is claimed. This volatility makes severance tax revenue forecasts
less certain than those for other revenue streams.

Specific Ownership Tax. When Colorado citizens register their vehicles, they pay the specific
ownership tax (SOT) in place of property taxes. The SOT is calculated based on the taxable value and
the SOT rate. Once the taxable value is established it does not change for the life of the vehicle, while
the tax rate declines as the vehicle ages, reaching a floor of $3 in the vehicle’s tenth year. SOT revenue
is collected by counties and distributed by the county treasurer to the county and other local
governments, including cities, school districts, and special districts based on the proportion of the
property taxes levied in the prior year. More information on the SOT can be found in this Legislative
Council Staff Issue Brief here: http://leg.colorado.gov/publications/specific-ownership-tax-0.

Assumptions

All revenue estimates assume future economic activity consistent with the March 2023 Legislative
Council Staff forecast. The fiscal note assumes that total state revenue will exceed the TABOR limit
by more than 5 percent in FY 2025-26, FY 2026-27, and FY 2027-28 such that credit amounts for 2026,
2027, and 2028, respectively, will not be reduced.

Innovative Motor Vehicles Tax Credit. The fiscal note assumes that electric passenger vehicle sales
will increase by between 4.6 percent and 11.0 percent annually, based on a forecast produced by the
U.S. Energy Information Association.! The fiscal note also assumes that about 9 percent of electric
vehicles are priced below $30,000, about 8 percent of electric vehicles are priced above the price limits
in the bill, and 90 percent of credits will be claimed by the dealer when the $600 additional credit is
available.

1 U.S. Energy Information Association. Annual Energy Outlook 2023. Table 38 Light-Duty Vehicle Sales by Technology Type.
https://www.eia.gov/outlooks/aeo/data/browser/#/?id=48-AEO2023&cases=ref2023&sourcekey=0
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Innovative Trucks Tax Credit. The fiscal note assumes that electric truck sales will increase by
between 20.1 percent and 33.3 percent annually, based on a forecast produced by the U.S. Energy
Information Association. Within the number of qualifying purchases and leases, the shares of trucks
of each weight class are assumed to remain constant, with light-duty trucks making up the majority
of credits.

State Revenue

The bill is expected to decrease state revenue on net by $49.2 million in FY 2023-24, $61.6 million in
FY 2024-25, and by $53.4 million in FY 2025-26. The bill decreases state revenue from income, sales,
and use taxes, and increases revenue from severance taxes. All sources of revenue affected by the bill
are subject to TABOR. The bill decreases General Fund revenue in all years as shown in Table 1. For
FY 2023-24 and FY 2024-25 only, the bill increases severance tax revenue credited to the cash funds
used to pay for administration of the tax credits in the bill, with the rest of the severance tax revenue
increase partially offsetting the General Fund revenue decrease from reduced income, sales, and use
tax revenue. Revenue impacts are presented in Table 2 and discussed below.

Table 2
Revenue Under HB 23-1272

FY 2023-24 FY 2024-25 FY 2025-26
Income Tax Credits
Innovative Motor Vehicle ($36.4 million) ($34.6 million) ($25.8 million)
Innovative Trucks ($0.3 million) ($0.7 million) ($0.8 million)
Industrial Clean Energy ($10.0 million) ($20.0 million) ($20.0 million)
Geothermal Energy Expenditure ($2.5 million) (%5 million) (%5 million)
Geothermal Energy Production - - -
Heat Pump Installation and Development ($4 million) ($8.6 million) ($7.8 million)
Electric Bicycles ($8.3 million) ($17.5 million) ($29.6 million)
Sustainable Aviation Fuel ($1.0 million) ($2.0 million) ($2.0 million)
Sales and Use Tax Exemptions
Heat Pump Technology and Equipment ($0.6 million) ($1.5 million) ($1.6 million)
Electric Medium/Heavy Duty Fleet Trucks ($0.01 million) ($0.03 million) ($0.03 million)
Severance Tax
Ad valorem credit $13.9 million $28.3 million $29.2 million
Total ($49.2 million) ($61.6 million) ($53.4 million)
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Income Tax Credits

Innovative motor vehicle income tax credit. The expanded motor vehicle income tax credit is
expected to decrease state revenue by $36.4 million in FY 2023-24, $34.6 million in FY 2024-25, by
$25.8 million in FY 2025-26, and by smaller amounts in subsequent years. The credit is expected to be
claimed for 11,930 vehicles in FY 2023-24 and increasing amounts in future years.

Innovative truck income tax credit. The expanded motor vehicle income tax credit is expected to
decrease state revenue by $0.3 million in FY 2023-24, $0.7 million in FY 2024-25, and by $0.8 million in
FY 2025-26. The credit is expected to be claimed for 168 vehicles in FY 2023-24 and increasing amounts
in future years.

Industrial clean energy tax credit. The industrial clean energy tax credit is expected to decrease state
revenue by $10.0 million in FY 2023-24 and by $20.0 million annually beginning in FY 2024-25. The
fiscal note assumes that the aggregate credit amounts specified in the bill will be fully utilized and
spread evenly across available tax years.

Geothermal energy expenditure income tax credit. The geothermal energy expenditure income tax
credit is expected to decrease state revenue by $2.5 million in FY 2023-24, by $5.0 million in FY 2024-25
through FY 2029-30, and by $2.5 million in FY 2030-31. The fiscal note assumes that the aggregate
credit amount specified in the bill will be fully utilized for the first seven years of the credit’s
availability.

Geothermal energy production income tax credit. The geothermal energy production income tax
credit is expected to decrease state revenue by up to $5.0 million per fiscal year starting in FY 2029-30.
The fiscal note assumes that geothermal power plant construction and electricity generation
development requires an average of six years, and that up to 5 entities may be able to claim the
maximum credit of $1.0 million starting in tax year 2030.

Heat pump income tax credit. The heat pump income tax credit is expected to decrease state revenue
by $4.0 million in FY 2023-24 (a half-year impact), $8.6 million in FY 2024-25, and by $7.8 million in
FY 2025-26. The fiscal note assumes that heat pump adoption will grow at rates similar to that of
recent years, with prices increasing by Denver-Aurora-Lakewood inflation, and average prices such
that the maximum credit amount will be claimed on all purchases.

Electric bicycle tax credit. The electric bicycle income tax credit is expected to decrease state revenue
by $8.3 million in FY 2023-24 (a half-year impact), by $17.5 million in FY 2024-25, by $19.6 million in
FY 2025-26 and by increasing amounts in future years as electric bicycle sales expand, until FY 2032-33
(a final half-year impact). The fiscal note assumes accelerating growth in electric bicycle sales
consistent with pre-pandemic patterns of adoption, and average prices such that the maximum credit
amount will be claimed on all purchases.

Sustainable aviation fuel production facility tax credit. The sustainable aviation fuel credit is
expected to reduce revenue by $1.0 million in FY 2023-24, $2.0 million in FY 2024-25, and $2.0 million
in FY 2025-26. The fiscal note assumes that one credit will be claimed each year, which will reach the
maximum amount available for the credit.
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Sales and Use Tax Exemptions

Heat pump sales and use tax exemption. The heat pump sales and use tax exemption is expected to
reduce state revenue by $0.6 million in FY 2023-24 (a half-year impact), by $1.5 million in FY 2024-25,
and by $1.6 million in FY 2025-26.

Electric medium-duty and heavy-duty fleet trucks sales and use tax exemption. The exemption for
medium-duty and heavy-duty fleet trucks is expected to decrease state revenue by about $11,000 in
FY 2023-24 (a half year impact), $26,000 in FY 2024-25, by 32,000 in FY 2025-26, and by larger amounts
in subsequent years. The exemption is expected to apply to 47 vehicles in tax year 2024.

Severance Tax

Severance tax ad valorem credit. The reduction in the severance tax AV credit is expected to increase
state revenue by $13.9 million in FY 2023-24 (a half-year impact), by $28.3 million in FY 2024-25, and
by $29.2 million in FY 2025-26.

The fiscal note assumes that future changes in the AV credit claimed are consistent with historical
average growth rates over time and that given the historical levels of AV credits claimed, the reduction
in the AV credit will result in taxpayers being able to claim the full value of AV credits available to
them each year. Historical data are available through 2021, and do not yet capture fluctuations
associated with pandemic-related volatility in production and prices.

Given the significant volatility in commodity prices and severance tax revenue overall, there is
significant uncertainty surrounding this revenue estimate. The bill extends for an additional year the
current lag between when oil and gas production occurs and when the AV credit for that production
becomes available to the taxpayer. The bill’s impact on state revenue for 2024 will depend on how
market conditions change between 2022 and 2024; the impact for 2025 likewise depends on how
market conditions change between 2023 and 2025; while the impact for 2026 depends on how market
conditions change between 2025 and 2026, and so on.

State Expenditures

The bill increases state expenditures by $1.4 million in FY 2023-24, $3.0 million in FY 2024-25, and
$1.5 million in FY 2025-26. Costs are incurred in the DOR and the CEO. Costs are paid from the
General Fund, except that CEO costs in FY 2023-24 and FY 2024-25 are paid from various cash funds.
Expenditures are summarized in Table 3 and described below.
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Expenditures Under HB 23-1272

FY 2023-24 FY 2024-25 FY 2025-26

Department of Revenue
Personal Services $251,813 $738,536 $355,443
Operating Expenses $6,750 $17,955 $8,100
Capital Outlay Costs $46,690 $86,710 -
GenTax Programming $36,000 $803,014 $37,080
User Acceptance Testing $2,520 $229,216 $47,904
DRIVES Programming $20,944 - -
Tax Form Changes $63,921 $7,590 $10,197
OIT Support $3,366 - -
Research and Analysis - $14,784 $14,656
Centrally Appropriated Costs? $72,054 $204,674 $99,389
FTE — Personal Services 4.4 FTE 12.3 FTE 6.0 FTE
DOR Subtotal $504,058 $2,102,479 $572,769

Colorado Energy Office
Personal Services $255,281 $294,555 $294,555
Operating Expenses $3,510 $4,050 $4,050
Capital Outlay Costs $20,010 - -
Consulting $575,000 $500,000 $475,000
Centrally Appropriated Costs?! $52,580 $60,669 $60,669
FTE — Personal Services 2.6 FTE 3.0FTE 3.0FTE
CEO Subtotal $906,381 $859,274 $834,274

Colorado Department of Education

School Finance - $21,000 $59,000
CDE Subtotal - $21,000 $59,000
Total $1,410,439 $2,982,753 $1,466,043
Total FTE 7.0 FTE 15.3 FTE 9.0 FTE

1Centrally appropriated costs are not included in the bill’s appropriation.

Department of Revenue

The bill is expected to increase General Fund expenditures for the department by $504,058 and 4.4 FTE
in FY 2023-24, by $2.1 million and 12.3 FTE in FY 2024-25, and by $572,679 and 6.0 FTE in FY 2025-26.

Personal services. The DOR will require 3.7 FTE in FY 2023-24, 12.3 FTE in FY 2024-25, and 6.0 FTE

in FY 2025-26 to administer the various tax changes under the bill.

The bill creates new tax

expenditures and modifies existing tax expenditures, resulting in increased workload for staff to

review tax returns claiming the new expenditures. The DOR will require additional staff in taxpayer

services to review and process these returns, including issuing advance credits on a quarterly basis

for the innovative truck and motor vehicle credits. Operating expenses include telephone, computers,
and other supplies for these staff.
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Computer programming and testing. The DOR will have costs of $65,265 for computer programming
in FY 2023-24 and fluctuating amounts in future years. These costs include contract programming for
the department’s DRIVES and GenTax systems, as well as auditing and user acceptance testing by
department staff.

Research and analysis. Expenditures in the Office of Research and Analysis are required so that the
department can access and document tax statistics related to the new tax expenditures. These costs
are estimated at $14,748, or 462 hours for data management and reporting at a rate of $32 per hour
starting in FY 2024-25 and similar amounts in future years through FY 2033-34.

Document management. The DOR will have costs of $63,921 in FY 2023-24, $7,590 in FY 2024-25, and
$10,197 in FY 2025-26, for a total of $147,696 through FY 2032-33 for form changes and the creation of
new forms, schedules, affidavits, and a return for tax-exempt entities. These services are performed
in the Department of Personnel and Administration using reappropriated DOR funds.

Colorado Energy Office

The bill is expected to increase expenditures for the department by $906,381 and 2.6 FTE in FY 2023-24,
by $859,274 and 3.0 FTE in FY 2024-25, and by $834,274 and 3.0 FTE in FY 2025-26. These expenditures
are paid from cash funds in FY 2023-24 and FY 2024-25 and the General Fund in FY 2025-26 through
FY 2033-34.

Personal services. The CEO will require additional staff to implement, monitor, and report on the
new tax credits established under the bill. The office will require 2.0 FTE for project management in
FY 2023-24 and 2.4 FTE for project management in FY 2024-25 through FY 2033-34. In addition, for
FY 2023-24 through FY 2033-34, the office will require 0.3 FTE for accounting, and 0.3 FTE for a
purchasing agent for accounting and contracts administration.

Consulting. The CEO will require $575,000 in FY 2023-24, $500,000 in FY 2024-25, and $475,000 in
FY 2025-26, and similar amounts through FY 2033-34 for consulting costs for industrial experts and
studies across markets impacted by the tax credits.

Other workload. For FY 2023-24 and FY 2024-25, the bill allows the CEO to spend money from the
Electrifying School Buses Grant Program Cash Fund to administer the innovative motor vehicle and
innovative truck tax credits. Because CEO’s involvement in the administration of these credits is
limited, the impact of this provision is expected to be minimal.

School Finance

The bill decreases specific ownership tax collections distributed to school districts, requiring an
equivalent increase in the state share of total program funding for school finance. The increased state
aid obligation is estimated at $21,000 in FY 2024-25, $59,000 in FY 2025-26 offsetting equivalent
reductions in local share revenues. For informational purposes, these costs are assumed to be paid
from the General Fund, but school finance expenditures may be paid from the General Fund, the State
Education Fund, the State Public School Fund, or a combination of these sources.
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Centrally Appropriated Costs

Pursuant to a Joint Budget Committee policy, certain costs associated with this bill are addressed
through the annual budget process and centrally appropriated in the Long Bill or supplemental
appropriations bills, rather than in this bill. These costs, which include employee insurance and
supplemental employee retirement payments, are shown in Table 2.

Other Budget Impacts

TABOR refunds. The bill is expected to decrease the amount of state revenue required to be refunded
to taxpayers by the amounts shown in the State Revenue section above. This estimate assumes the
March 2023 LCS revenue forecast. A forecast of state revenue subject to TABOR is not available
beyond FY 2024-25. Because TABOR refunds are paid from the General Fund, increased cash fund
revenue will reduce the amount of General Fund available to spend or save while decreased General
Fund revenue will lower the TABOR refund obligation, but result in no net change to the amount of
General Fund otherwise available to spend or save.

General Fund reserve. Under current law, an amount equal to 15 percent of General Fund
appropriations must be set aside in the General Fund statutory reserve. Based on this fiscal note, the
bill is expected to increase the amount of General Fund held in reserve by the amounts shown in
Table 1, decreasing the amount of General Fund available for other purposes.

Local Government and School Districts

Sales and use tax. Sales and use tax exemptions for fleet vehicles that are electric and plug-in hybrid
electric medium-duty and heavy-duty trucks and for heat pumps and thermal energy networks will
decrease sales and use tax revenue for state-collected local governments and special districts that opt
into these exemptions. The distribution of potential impacts for local governments and special
districts cannot be estimated due to lack of available data.

Specific ownership tax. While specific ownership taxes are administered at the county level, all
jurisdictions that levy property taxes, including counties, municipalities, school districts, and special
districts, will be affected. SOT revenue to municipalities, counties, and special districts will decrease
by about $97,000 in property tax year 2024, $273,000 in 2025, and $367,000 in 2026. Workload in
counties may increase to update forms and processes. The SOT revenue that is part of the local share
of total program funding for school finance will be reduced by about $21,000 in state FY 2024-25,
$59,000 in FY 2025-26, and $80,000 in FY 2026-27.

Technical Note

The bill does not define a fund source for administering the heat pump income tax credit, heat pump
sales and use tax exemption, or sustainable aviation fuel income tax credit. The fiscal note assumes
that the bill will be amended such that administration for the heat pump income tax credit and sales
tax exemption will be funded by the Geothermal Energy Grant Fund, and administration of the
sustainable aviation fuel tax credit will be funded from the Industrial and Manufacturing Operations
Clean Air Program Grant Fund. If the bill is not amended, these expenses will need to be funded from
the General Fund.
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Effective Date

The bill takes effect upon signature of the Governor, or upon becoming law without his signature.

State Appropriations

For FY 2023-24, the bill requires an appropriation of $432,004 from the General Fund to the
Department of Revenue, and 4.4 FTE. Of this amount, $63,921 is reappropriated to the Department of
Personnel and Administration.

For FY 2023-24, the bill requires appropriations totaling $853,801 from cash funds to the Colorado
Energy Office, and 2.6 FTE as follows:

e $503,343 from the Industrial and Manufacturing Clean Air Program Grant Fund, and 1.0 FTE;

e $323,409 from the Geothermal Energy Grant Fund, and 1.3 FTE;
e $27,049 from the Community Access to Electric Bicycles Cash Fund, and 0.3 FTE.

State and Local Government Contacts

Colorado Energy Office Property Tax Division — Local Affairs
Counties Regional Transportation District
Governor Personnel

Revenue Public Health and Environment

The revenue and expenditure impacts in this fiscal note represent changes from current law under the bill for each
fiscal year. For additional information about fiscal notes, please visit: |leg.colorado.gov/fiscalnotes.
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